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^AUSTRALIA'S  DAIRY  INDUSTRY; 
COMPETITIVE  ASPECTS y 

By  W.  Bruce (Silcox 
Dairy  and  Poultry  Division 


Summary;  The  Competitive  Position 

The  dairy  industry  in  the  Commonwealth  of  Australia  will  continue 
to  play  an  important  role  in  world  markets  for  the  following  reasons: 

Cost  of  Production 

As  in  New  Zealand,  the  temperate  climate  permits  an  almost  con- 
tinuous growth  of  pastures  in  major  dairy  areas  throughout  the 
year  and  eliminates  most  of  the  need  for  housing  livestock.  These 
factors  give  the  Commonwealth  a  comparative  advantage  in  the  cost 
of  producing  milk.  While  this  advantage  is  no  greater  than  that 
of  New  Zealand,  it  is  certainly  above  that  of  the  United  States. 

Production  Potential 

Total  Australian  butter  production  for  the  year  ending  June  30, 
195>6,  reached  an  alltime  record  of  I467.2  million  pounds,  9»1  per- 
cent greater  than  that  of  the  previous  year.  Cheese  production, 
however,  decreased  by  lU.7  percent  during  the  same  period. 

Exports  of  butter  during  the  same  year  increased  30.9  percent 
above  those  of  the  previous  year.  Cheese  exports  of  38. h  million 
pounds  were  20  percent  less  than  in  195h-5>5>« 

The  prospects  are  for  continued  high  production  of  milk  and  dairy 
products  in  the  Commonwealth.  The  number  of  cows  milked,  produc- 
tion of  milk  and  butterfat  per  cow,  and  heifers  being  reared  have 
all  shown  increases  over  recent  years.  Herd  recording  and  artifi- 
cial breeding  are  expanding.  Nutrition  practices  have  improved. 
Rainfall,  clearly  a  limiting  factor  in  Australia,  also  increased 
during  19^6.  Furthermore,  the  capacity  of  Australia  to  produce 
milk  has  by  no  means  been  reached*  Only  recently  270,000  acres  of 
heavily  timbered  land,  near  Camperdown  in  Victoria  County,  1/  were 
cleared  to  provide  1,200  dairy  farms. 

It  is  reasonable  to  expect  that  further  expansion  of  the  dairy 
industry  in  Australia  will  take  place  through — 

(1)  Property  subdivision  in  line  with  the  Commonwealth  policy 
of  encouraging  closer  settlement, 

(2)  More  intensive  use  of  land  now  under  cultivation,  and 

(3)  Expansion  through  development  of  new  areas  by  irrigation. 


The  irrigated  area  in  Australia  is  around  2  million  acres, 
but  according  to  estimates,  this  can  probably  be  doubled.  2/ 
Although  Australia  produces  large  quantities  of  meat  and  wool, 
a  shift  from  dairying  to  other  enterprises  is  not  considered  like- 
ly. In  fact,  local  leaders  express  the  view  that,  if  anything,  a 
shift  the  other  way  is  more  probable.  Estimates  of  Australia's 
potential  as  related  to  dairying  apparently  have  not  been  set 
forth  statistically.   But  that  milk  and  butterfat  production  could 
increase  by  upwards  of  20  percent  in  the  next  20  years  is  not  con- 
sidered impossible  by  well-informed  persons  in  the  industry. 

Centralization  in  Marketing 

The  sale  of  all  butter  arid  cheese  for  export  is  controlled  by  the 
Australian  Dairy  Produce  Board,  while  domestic  sales  of  these  prod- 
ucts are  controlled  by  agreement  with  the  Commonwealth  Dairy  Prod- 
uce Equalization  Committee.  Thus,  the  marketing  function  is  cen- 
tralized in  such  a  way  that  it  resembles  a  monopoly.  Although 
supply  and  demand  on  the  world  markets  have  direct  bearing  on  the 
returns  from  exports,  prices  quoted  producers  are  not  subject  to 
competition  in  the  usual  sense  of  that  term. 

Equalization  of  Returns 

Australia  sells  its  butter  and  cheese  in  several  markets,  and 
this  permits  equalization  of  returns.  Moreover,  the  returns  from 
domestic  sales  are  "equalized"  with  returns  from  exports.  This 
equalization  allows  lower  prices  in  certain  markets  to  be  offset 
by  returns  in  other  markets,  which  provides  a  distinct  competitive 
advantage. 

Industry  Reserves 

Although  not  as  large  as  the  $65.3  million  3/  New  Zealand  reserve 
held  in  the  Dairy  Industry  Account  in  that  country,  the  balance  of 
approximately  $3.1  million  held  by  the  Australian  Dairy  Produce 
Export  Board,  as  of  July  1956,  represents  a  cushion,  if  needed,  to 
bolster  the  returns  to  farmers  for  export  sales  outside  the  scope 
of  the  guaranteed  price. 

Bounty  or  Subsidy  Payments 

The  policy  of  the  government  with  respect  to  assistance  to  dairy 
producers  is  apparent  from  the  magnitude  of  the  $32.3  million  pay- 
ment to  the  industry  during  the  marketing  year  1955-56,  and  from 
other  incentives  to  dairy  production  indicated  in  this  report. 

Direct  subsidy  payments  are  appropriated  on  a  yearly  basis. 
Though  it  is  the  Government's  policy  to  gradually  reduce  these 
payments  to  the  dairy  industry,  there  is  no  indication  that  they 
will  be  terminated  any  time  soon. 

2/  The  Outlook  for  Australian  Primary  Products,  J.  V.  Moroney, 
Secretary,  Department  of  Primary  Industry,  June  1956. 

3/  All  dollar  figures  in  this  renort  are  based  on  the  value  of 
the  Australian  pound  for  the  year  indicated. 
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Quality  of  Exports 

The  government's  extensive  grading  and  inspection  service,  with 
32  inspectors  maintained  during  certain  periods,  emphasizes  the 
importance  of  achieving  high  quality  in  the  production  and  market- 
ing of  dairy  products  for  export.  As  competition  in  world  markets 
becomes  increasingly  keen,  it  may  be  expected  that  Australia  will 
accelerate  these  efforts  to  maintain  its  position  in  selling  butter 
and  cheese  abroad. 

Other  Considerations 

Although  frequent  mention  is  made  of  the  lack  of  rainfall  in  sev- 
eral areas  throughout  Australia,  there  is  little  basis  to  believe 
that  this  will  represent  a  serious  handicap  to  continued  production 
of  dairy  products  in  the  Commonwealth.  In  the  major  dairy  areas, 
rainfall  is  generally  reliable. 

The  country  operates  under  a  disadvantage  with  respect  to  dis- 
tance from  traditional  markets.  However,  the  proximity  of  Australia 
to  Asia  and  some  other  markets  would  appear  to  offset,  at  least  in 
part,  this  obstacle. 

The  population  of  Australia  has  increased  rapidly  in  recent  years. 
With  Australia's  relatively  liberal  immigration  policy,  the  probable 
increase  in  production  of  dairy  products  will  be  partly  absorbed 
by  an  increase  in  total  domestic  consumption.  Nevertheless,  exports 
of  dairy  products  from  Australia  are  more  likely  to  increase  than 
to  decline.  Accordingly,  the  Commonwealth  may  be  expected  to  con- 
tinue to  offer  keen  competition  in  the  sale  of  dairy  products  in 
world  markets. 


Background 

Australia  is  a  self-governing  member  of  the  British  Commonwealth 
of  Nations.  It  is  the  smallest  continent  and  the  largest  island 
in  the  world.  Almost  as  large  as  the  United  States  in  area 
(2,97l±,!?Bl  square  miles),  it  has  a  population  of  9.2  million  people, 
as  against  168  million  in  the  United  States.  Including  the  island 
State  of  Tasmania,  Australia  has  12,210  miles  of  coastline,  com- 
pared with  the  8,l;73-mile  seaboard  of  the  United  States. 

Geologically,  Australia  is  one  of  the  oldest  of  the  continents. 
The  mountain  system— the  Great  Dividing  Range — runs  the  entire 
length  of  the  east  coast,  with  peaks  ranging  from  li,000  feet  up- 
ward. Mt.  Kosciusko,  the  country's  highest  mountain,  towers  7,328 
feet  above  sea  level. 

More  than  a  third  of  the  country  has  less  than  10  inches  of  rain- 
fall a  year,  and  the  rest  receives  less  than  20  inches.  This  means 
that  a  large  area  of  the  country  is  unsuitable  for  any  sort  of 
farming  without  irrigation.  On  the  eastern  and  northern  coasts, 
however,  annual  rainfall  is  between  I4.O  and  60  inches.  The  heaviest 
rainfall  occurs  on  the  north  coast  of  Queensland,  where  it  ranges 
from  less  than  100  inches  to  a  peak  of  311  inches  a  year.  In  the 
more  closely  settled  inland  areas,  annual  rainfall  is  30  to  kO 
inches  per  year. 
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The  greatest  primary  industry  in  the  Commonwealth  is  the  produc- 
tion of  wool.  The  number  of  sheep  exceeds  lUO  million,  and  +he 
wool  clip  is  approximately  1.5  billion  pounds  per  year.  Also, 
Australia  has  always  had  great  cattle  ranches.  Cattle  total  nearly 
16  million,  and  both  beef  and  dairy  cattle  numbers  are  increasing. 
Moreover,  Australia  is  one  of  the  world's  largest  wheat  exporters. 

Chief  among  the  new  primary  industries  are  mining  and  forestry. 
The  country' s  principal  manufactured  items  include  industrial  met- 
als, machines  and  conveyances,  food,  beverages,  and  tobacco  products, 
textiles,  chemicals,  and  paper. 


Production  and  Exports  of  Dairy  Products 

The  dairy  industry  is  also  one  of  Australia's  largest  and  most 
important  industries.  It  engages  about  65,000  families,  on  land 
which  is  not  readily  adaptable  to  other  types  of  production.  More 
than  75  percent  of  the  butter  and  cheese  factories  are  operated  as 
producers'  cooperatives.  Distinction  should  be  made  between  the 
term  "cooperative"  as  used  in  the  United  States  and  as  used  in 
Australia.  In  Australia,  voting  is  based  on  the  number  of  shares 
held  by  a  patron  of  the  factory.  In  the  United  States,  the  basis 
of  voting  in  cooperatives  is  one-man-one -vote. 

Dairying  is  practiced  in  all  States  of  the  Commonwealth.  However, 
Victoria,  with  about  1*0  percent  of  total  milk  production,  and  New 
South  Wales  and  Queensland,  with  about  20  percent  each,  are  the 
major  producing  states.  Dairy  production  is  largely  confined  to 
the  areas  of  high  rainfall  near  the  east  and  south  coasts  and  to 
some  irrigated  areas,  and  production  for  liquid  supply  to  areas 
near  the  main  centers  of  population. 

As  indicated  in  table  9  on  page  21,  more  than  two-thirds  of  the 
milk  produced  is  used  in  the  manufacture  of  butter.  About  6  per- 
cent is  used  in  the  production  of  cheese;  a  little  over  5  percent 
goes  into  condensery  products,  while  the  remaining  20  percent  is 
used  as  fluid  milk  and  cream  and  miscellaneous  products.  This  allo- 
cation has  shifted  very  little  in  the  past  12  years. 

Since  the  marketing  year  19^5-1*6,  exports  of  butter  from  Austra- 
lia have  increased  from  6k» 5  thousand  long  tons  (lltWi  million 
pounds)  to  82.6  thousand  tons  (185.0  million  pounds),  an  increase 
of  28  percent.  Ten  years  ago,  91  percent  of  total  butter  exports 
went  to  the  United  Kingdom.  In  1955-56,  the  percentage  shipped  to 
the  United  Kingdom  was  87.6.  An  increasing  proportion  of  Austra- 
lia's butter  production  is  going  to  Southeast  Asian  markets  such 
as  Singapore  and  Malaya,  to  the  West  Indies,  and  irregularly  to  a 
few  European  countries. 

Cheese  exports,  on  the  other  hand,  increased  from  13*1  thousand 
long  tons  (29.3  million  pounds)  to  17.1  thousand  tons  (38.3  million 
pounds),  or  30.5  percent,  during  the  same  period.  The  percentage 
of  total  cheese  going  to  the  United  Kingdom  shows  more  change  than 
butter,  65.6  percent  going  to  that  destination  in  19ii5-56  compared 
with  79.5  percent  in  1955-56. 


Origin  of  Government  Assistance 

In  192ii,  the  Commonwealth  Government  passed  the  Dairy  Produce  Ex- 
port Control  Act,  with  the  object  of  organizing  the  overseas  market- 
ing of  butter  and  cheese  by  means  of  a  Statutory  Board.  The  neces- 
sity for  this  had  been  apparent  to  leaders  in  the  dairy  industry 
for  some  time.  Australia's  principal  competitors — New  Zealand  and 
Denmark — were  well  organized.  Moreover,  it  seemed  as  if  they  were 
able  to  produce  more  efficiently.  Denmark  particularly  did  not 
have  the  same  problems  of  distance  and  climate  that  affected  the 
shipment  of  Australian  dairy  products  to  the  United  Kingdom. 

The  Australian  Dairy  Produce  Export  Control  Act  was  passed  after 
a  poll  of  producers  had  indicated  that  they  strongly  supported  the 
proposal.  A  Dairy  Produce  Control  Board  was  then  appointed  under 
the  Act.  At  first,  the  Board  was  not  a  trading  authority.  Its 
activities  were  confined  to  the  regulation  of  trade  to  eliminate 
disorderly  marketing  and  destructive  competition  between  Australian 
suppliers  and  to  trade  promotion.  This  legislation  set  the  back- 
ground and  the  pattern  for  other  marketing  boards  in  Australia. 


The  Paterson  Plan 

In  1926,  a  voluntary  marketing  scheme,  known  as  the  Paterson  Plan, 
was  adopted  by  the  butter  industry.  Under  the  plan,  factories  paid 
to  a  voluntary  group,  the  Australian  Butter  Stabilization  Committee, 
which  was  set  up  by  the  industry,  a  levy  of  2.02  cents  per  pound  on 
all  butter  produced.  From  the  fund  so  established,  a  bounty  of 
6.06  cents  per  pound  was  paid  to  exporters  on  all  butter  exported, 
which,  at  that  time,  was  about  one-third  of  the  total  produced.  The 
local  price  was  also  increased  by  6.06  cents  per  pound. 

One  incidental  effect  of  the  increase  in  the  local  price  was  a 
sharp  increase  in  butter  imports  from  New  Zealand.  For  many  years, 
there  had  been  small  seasonal  shipments  from  that  country,  amounting 
to  about  $U8£,000  annually.  In  1926-27,  after  the  introduction  of 
the  Paterson  Plan,  these  shipments  jumped  to  nearly  $3.9  million. 
Responding  to  industry  pressure,  the  Australian  Government  placed 
a  duty  of  12.1  cents  per  pound  on  imported  butter,  which  is  still 
in  effect.  U/  This  import  duty  effectively  checked  butter  imports 
from  New  Zealand,  but  did  not  improve  trade  relations  between  the 
two  countries. 

As  long  as  the  proportion  of  local  consumption  to  exports  was 
about  2  to  1,  a  levy  of  2.02  cents  per  pound  on  the  total  produc- 
tion of  butter  could  finance  the  bounty  of  6.06  cents  per  pound  on 
exports.  As  output  increased,  the  extra  production  went  to  the  ex- 
port trade  until  exports  of  butter  accounted  for  approximately  $0 
percent  of  total  production. 

Under  the  new  proportions  of  1  to  1,  the  marketing  scheme  began 
to  break  down.  It  became  necessary  to  increase  the  rate  of  produc- 
tion and  at  the  same  time  to  reduce  the  rate  of  the  bounty.  The 

h/   Because  of  changes  in  the  value  of  the  Australian  pound,  this 
is  currently  approximately  E>»£  cents. 
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levy  was  lifted  to  3»5  cents  per  pound,  and  the  bounty  was  dropped 
to  5©0  cents.  At  these  new  rates,  there  was  an  increasing  tendency 
to  break  away  from  the  scheme  that  was  purely  voluntary.  At  the 
same  time,  the  production  of  butter  on  farms  as- distinct  from  fac- 
tories was  increased.  Farmers  making  their  own  butter  did  not  con- 
tribute toward  the  stabilization  of  the  industry,  although  they 
benefited  from  the  increased  price. 

By  1933 ,  the  Paterson  Plan  was  rapidly  losing  its  effectiveness, 
and  the  following  year — 8  years  after  its  inception — it  was  aban- 
doned. Opinions  on  this  point  differ,  but  two  reliable  sources 
estimate  that  the  Paterson  Plan  resulted  in  an  increased  return  to 
the  dairy  farmers  of  Australia  of  At  2,250,000  a  year  5/,  the  equi- 
valent at  that  time  of  roughly  $9.5  million. 


Dairy  Produce  Act  of  1933 

Just  prior  to  193ht   the  industry  was  urging  the  introduction  of 
legislation  that  would  give  legal  force  to  the  marketing  scheme. 
The  Commonwealth  Government  assured  the  industry  that  it  would 
introduce  legislation,  provided  the  States  adopted  complementary 
legislation  to  control  the  interstate  marketing  of  butter  and 
cheese.  Toward  the  end  of  1933*  after  the  States  of  New  South 
Wales,  Victoria,  and  Queensland,  which  accounted  for  80  percent  of 
production,  had  passed  the  necessary  legislation  and  set  up  State 
Dairy  Produce  Boards,  the  Commonwealth  brought  in  the  Dairy  Produce 
Act  (1933).  This  act  provided  for  the  regulation  of  interstate 
trade.  At  that  time,  it  was  considered  that  the  Commonwealth  had 
power  to  control  interstate  trade,  as  similar  legislative  power  had 
been  exercised  in  the  case  of  dried  fruits  since  1923  without  ques- 
tion. 


Dairy  Produce  Equalization  Committee 

In  193kf   the  Paterson  Plan  was  replaced  by  a  compulsory  price 
equalization  plan  for  both  butter  and  cheese.  This  was  supported 
by  Commonwealth  and  State  legislation  and  implemented  through  a 
voluntary  body  known  as  the  Commonwealth  Dairy  Produce  Equalization 
Committee,  Ltd.  Under  this  arrangement,  quotas  were  fixed  for  manu- 
facturers for  the  home  and  overseas  markets,  and  interstate  trade 
was  regulated  by  the  licensing  of  traders  and  carriers.  No  one 
could  trade  interstate  unless  he  exported  a  given  quota  of  his  pro- 
duction. 

^Unfortunately  for  the  scheme,  the  powers  asserted  by  the  Common- 
wealth with  respect  to  interstate  trade  were  declared  "ultra  vires" 
in  1936.  The  Dairy  Produce  Act  was  invalidated,  and  it  appeared 

5/  Marketing  of  Butter  and  Cheese,  Marketing  Division,  Department 
of  Commerce  and  Agriculture,  Canberra,  May  1953 •  Concurred  in  by 
R.  J.  Twohill,  Secretary,  Equalization  Committee,  Sydney,  September 
1956. 

-6- 


that  the  equalization  scheme  would  fail.  But,  in  spite  of  the  lack 
of  legislative  support,  it  was  continued.  The  operation  of  the 
scheme  for  2  years  had  convinced  the  industry  of  the  advantages  of 
organization  and  the  continued  need  for  a  plan  embracing  equaliza- 
tion. Consequently,  the  scheme  was  carried  on  by  butter  factories, 
on  a  voluntary  basis,  through  a  series  of  agreements;  and  the  com- 
mittee continued  to  be  known  as  the  Dairy  Produce  Equalization 
Committee,  Ltd. 

This  Committee,  in  seeking  to  maintain,  develop,  and  preserve  the 
dairy  industry  in  Australia,  aimed  primarily  to: 

(1)  Secure  for  manufacturers  of  dairy  products  in  the  Common- 
wealth as  far  as  possible  equal  rates  of  return  for  sale 
of  the  products; 

(2)  Fix  from  time  to  time  by  means  of  agreements  with  manufac- 
turers a  basic  price  or  prices  for  dairy  products  manufac- 
tured in  Australia,  which  were  to  be  taken  into  account  for 
the  purpose  of  bringing  about  an  equality  in  the  rates  of 
returns; 

(3)  Fix  or  prescribe  from  time  to  time  amounts  of  costs  inciden- 
tal to  transport  of  dairy  produce  interstate; 

(k)   Raise  money  from  manufacturers  by  means  of  a  levy  to  provide 

funds  for  the  purposes  of  the  Committee;  and 
(£)  Make  such  payments  to,  or  reclamations  from,  manufacturers 
as  were  necessary  to  give  them  equal  rates  of  returns  for 
their  sales. 
The  share  capital  of  the  company  fixed  at  $lU2.5>6  was  divided 
into  36  shares  of  $3.96  each.  Eight  shares  were  held  in  each  of 
the  States  of  Queensland,  New  South  Wales,  and  Victoria,  and  four 
in  each  of  the  States  of  South  Australia,  Western  Australia,  and 
Tasmania.  The  shares  were  held  by  persons  nominated  by  the  respec- 
tive State  Dairy  Produce  Boards.  The  capital  structure  of  the  com- 
pany remains  the  same  today. 


U.  K.  Long-Term  Purchase  Contracts 

During  World  War  II,  the  prices  of  butter  and  cheese  consumed 
domestically  were  controlled,  and  the  Australian  Government  also 
took  over  distribution  arrangements  by  appointing  a  Controller  of 
Dairy  Products.  In  the  period  19U0-[Jj,  the  United  Kingdom  entered 
into  annual  contracts  with  the  Commonwealth  Government  for  definite 
quantities  of  butter  and  cheese. 

In  19hhf   negotiations  between  the  two  governments  were  concluded, 
which  provided  for  the  sale  of  Australia's  total  exportable  sup- 
plies of  butter  and  cheese  for  the  k  years  ending  June  30,  19U8. 

The  contract  was  extended  from  July  1,  19U8,  for  a  further  period 
of  7  years  to  June  30,  193>5.  Quantities  of  butter  and  cheese  ship- 
ped to  the  United  Kingdom  and  other  countries  appear  in  table  10, 
page  22. 

The  contract  for  the  period  19U8-1955  provided  for  the  annual  re- 
vision of  prices  if  either  party  gave  notice  of  its  intention  to 
seek  a  revision  on  substantial  grounds.  It  was  further  provided 
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that  the  maximum  variation  in  prices  in  any  one  year  should  be  7.5 
percent  of  the  prices  for  the  preceding  year0 

TABLE  1. — Butter  and  cheese:  Quantity  shipped  to  the  United  Kingdom 
under  contract  and  f  .o.b.  prices,  year  ending  June  30,  19U0— IUj. 


Butter 

Cheese 

Year 

:       Quantity 

F.   o.   b.        ; 
price  1/ 

Quantity       ! 

F.   o.   b. 
price  1/ 

19U0 

l?hl : 

191+2 

19U3 ! 

19  hk . 

:     Long  tons 
!                95,000 

77,81*3   : 
:               1*6,91*7 

:               1*8,911  : 
:               1*1,561*  - 

:   U.S.   dollars   - 
\       per  cwt. 
:                 22.59   i 
i                 21.57   : 
:                  22.12    « 
:                  23.06  - 
:                 23.06  i 

Long  tons 

16,000   « 

10,118   : 

6,569    : 

:                 6,069   ! 

3,756  i 

U.S.  dollars 
:       per  cwt. 
:                 12.58 
:                 12.03 
:                 13  M9 
:                 lii.15 
:                 lii.15 

1/  Based  on  the  value  of  the  Australian  pound  during  the  periods 
indicated. 


TABLE  2. — Butter  and  cheese:  Prices  received  from  the  United  Kingdom 
under  contract,  year  ending  June  30,  191*5-1*8 


Tear 


191*5- 
19U6-- 

191*7— 
192*8- 


Butter  (choicest) 
price  1/ 


U.   S.   dollars  per 
hundredweight 

29.83 
29.69 
3U.83 
1*0.83 


Cheese  (choicest  and 
first)  r>rice  (f.o.b. 
Australian  ports)  1/ 


U.  S.  dollars  per 

hundredweight 

15.76 

15.71 
20.29 
23.37 


1/  Based  on  tne  value  of  the  Australian  pound  during  the  periods 
indicated. 

Another  important  provision  in  the  contract  was  that,  with  regard 
to  exports  to  markets  outside  the  United  Kingdom  and  her  dependen- 
cies, a  maximum  quantity  to  be  mutually  agreed  upon  annually  was 
allowed  for  shipment  to  any  market  at  Australia's  discretion.  The 
maximum  quantity  agreed  upon  for  19514-55,  the  last  year  of  the  con- 
tract, was  13,500  long  tons  butter  equivalent  of  butter  and  cheese. 
Export  of  these  products  to  all  markets  was  regulated  by  the  Aus- 
tralian Dairy  Produce  Board. 
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TABLE  3.— Butter  and  cheese:  Prices  received  from  the  United  Kingdom, 
year  ending  June  30,  under  contract  191*9-55,  open  market  1956 


Year 


191*9-— 
1950— - 

1951 

1952— 
1953— 

1951* 

1955 

1956  2/- 


Butter  (choicest), 
f.o.b.  price 

i/ 

U.  S.  dollars  per 
hundredweight 

39.77 
3lu99 
37.81; 
1*1.06 
1*1*.17 
1*5.65 
1*3.77 
32.00-lil-.71 


Cheese  (choicest  and 
first)  price,  f.o.b. 
Australian  ports 

U.  S.  dollars  per 
hundredweight 

22.36 
19.51 
21.05 
22.73 
2l*.75 
25.60 
23.56 
27.20-30.55 


1/   Based  on  the  value  of  the  Australian  pound  during  the  periods 
indicated. 
2/  Range. 

Dairy  Industry  Act  of  1952 

In  1952,  the  Commonwealth  Parliament  enacted  legislation  to  put  into 
effect  the  governments  5-year  plan  for  the  stabilization  of  the  dairy 
industry  during  1952-57. 

Highlights  of  the  plan  were  as  follows: 

(1)  The  price  guarantee  for  butter  and  cheese  was  to  cover  5  years 
from  July  1,  1952. 

(2)  This  guarantee  depended -on  legislation  passed  by  the  States, 
which  enabled  the  Commonwealth  to  determine  the  ex-factory 
price  of  butter  and  cheese  for  the  5-year  period.  The  guaran- 
tee also  depended  on  the  States  agreeing  to  make  appropriate 
adjustments  in  the  prices  of  processed  milks  to  bring  them  in 
line  with  the  Commonwealth's  ex-factory  butter  and  cheese  nrices, 

(a)  If  State  Governments,  during  the  period  of  the  guarantee 
decontrolled  prices  generally,  including  butter  and  cheese 
prices,  a  suitable  arrangement  was  to  be  made  between  the 
industry  and  the  Commonwealth  to  permit  the  Commonwealth 
to  determine  the  ex-factory  price. 

(b)  If  any  State  should  recontrol  prices,  a  condition  of  the 
continuation  of  the  plan  was  that  the  Commonwealth  would 
still  determine  the  ex-factory  price 0 

(3)  The  guaranteed  return  was  to  be  determined  after  inquiry  re- 
garding costs  of  efficient  production  was  conducted  by  an 
independent  authority  and  this  guarantee  was  to  operate  from 
July  1  each  year  during  the  5-year  period. 
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(h)     The  price  of  adjustment,  as  of  July  1,  1952,  was  to  be  made 
upon  the  existing  base  price,  amended  in  accordance  with 
actual  cost  movements  during  1951-52  as  revealed  by  the  Bu- 
reau of  Agricultural  Economics. 

(5)  The  total  amount  to  be  paid  by  way  of  subsidy  on  dairy  pro- 
duce in  1952-53  against  both  domestic  and  export  sales  was 
fixed  at  $37.8  million.  In  view  of  the  fast-changing  econo- 
mic circumstances,  the  Commonwealth  did  not  commit  itself  to 
a  detailed  subsidy  policy  for  more  than  1  year  ahead.  There 
was  a  definite  policy  statement,  however,  that  the  subsidy 
would  not  be  terminated  suddenly* 

( 6)  The  guarantee  was  to  cover  all  butter  and  cheese  consumed 
locally  plus  20  percent  of  that  quantity  to  insure  produc- 
tion of  an  adequate  quantity  for  domestic  requirements  in  an 
adverse  season. 

(7)  Any  surplus  realized  from  export  in  excess  of  the  guaranteed 
price  was  to  be  paid  into  a  fund  to  offset  any  prior  or  sub- 
sequent export  losses  covered  by  the  guarantee. 

(8)  Subsidy  on  processed  milk  products  was  to  be  discontinued  as 
from  June  1952,  and  State  price  authorities  were  to  make 
price  adjustments  to  cover  the  withdrawal  of  subsidy. 

The  plan  became  effective  on  July  1,  1952,  and  expired  June  30, 
1957. 

In  May  1957,  a  new  bill  embracing  substantially  the  same  provi- 
sions was  approved  by  the  Commonwealth  Parliament. 


Dairy  Produce  Marketing  Boards 

The  Australian  Dairy  Produce  Board 

Under  the  Dairy  Produce  Export  Control  Act  of  1935>  the  name  of 
the  Board,  as  established  in  192U,  was  changed  to  "The  Australian 
Dairy  Produce  Board"  under  which  name  it  currently  functions.  The 
Act  of  1935  extended  the  personnel  from  12  elected  members  to  16. 
Since  1953  >  however,  the  Board  has  been  comprised  of  13  members: 
A  chairman  nominated  by  the  Government;  three  farmers  to  represent 
the  dairy  farmers  of  Australia;  one  member  from  each  of  the  States 
of  New  South  Wales,  Victoria,  Queensland,  South  Australia,  Western 
Australia,  and  Tasmania  to  represent  the  cooperative  butter  and 
cheese  factories  in  each  of  these  States}  two  members  to  represent 
proprietary  interests;  and  one  member  to  represent  employees  of 
butter  and  cheese  factories. 

Under  existing  legislation,  the  Board,  subject  to  direction  by 
the  Minister  with  resrect  to  dairy  products  intended  for  export, 
has  full  authority  to  give  directions  on  the  purchase,  marketing, 
storage,  and  shipning  of  dairy  products. 

State  Marketing  Boards 

These  State  boards  were  originally  set  up  to  work  with  the  Austra- 
lian Dairy  Produce  Board.  It  was  their  official  function  to  deter- 
mine, in  collaboration  with  each  other  and  with  the  Commonwealth 
Dairy  Produce  Equalization  Committee,  quotas  specifying  the 
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quantities  of  butter  and  cheese  to  be  sold  within  the  respective 
States  and  the  quantities  permitted  to  enter  into  interstate  trade. 
Since  1936,  however,  when  the  interstate  features  of  the  Dairy  Pro- 
duce Act  were  declared  invalid,  State  boards  have  functioned  pretty 
much  in  the  same  manner  on  a  voluntary  basis. 

Following  a  producers1  referendum  in  Tasmania,  the  act  setting  up 
the  State  Dairy  Produce  Board  was  repealed  in  1936,  and  the  manufac- 
turers made  voluntary  arrangements  with  the  Equalization  Committee, 
In  other  areas,  the  precise  status  of  the  State  Boards  has  varied,. 
Under  dairy  marketing  legislation,  Dairy  Produce  Marketing  Boards 
have  been  established  in  New  South  Wales,  Victoria,  South  Australia, 
and  Western  Australia. 

In  Queensland,  under  the  Primary  Producers  Organization  and  Mar- 
keting Acts,  1926-38,  both  a  butter  board  and  a  cheese  board  were 
set  up.  Representatives  of  these  boards,  together  with  the  Director 
of  Marketing, form  the  Queensland  Dairy  Products  Stabilization  Board# 
Its  purpose  is  to  set  the  State  quota  and  handle  matters  regarding 
equalization  with  the  Commonwealth  Equalization  Committee. 

In  several  States,  the  same  persons  represent  their  respective 
areas  on  both  the  State  Board  and  the  Commonwealth  Equalization 
Committee . 


Dairy  Industry  Stabilization  Fund 

Following  the  completion  of  negotiations  regarding  United  Kingdom 
contract  prices  for  19U8-U9,  it  was  decided  by  the  government,  with 
the  concurrence  of  the  Australian  Dairy  Produce  Board,  that  a  trust 
fund  would  be  created  for  the  purpose  of  holding  returns  from  ex- 
port in  excess  of  the  guaranteed  price  to  producers. 

For  191|8-U9,  the  rates  of  contribution  to  the  Trust  Fund  on  sales 
to  the  United  Kingdom  were  $3.28  per  hundredweight  (112  pounds)  for 
butter  and  63. 1  cents  for  cheese.  During  19^9-50,  the  rate  of  con- 
tribution was  $1.59  per  cwt.  for  butter  and  nothing  for  cheese. 
On  exports  to  countries  other  than  the  United  Kingdom,  rates  of  con- 
tribution were  $20.U8  per  cwt.  for  butter  and  $U.l6  per  cwt.  for 
cheese  in  19U8-U9,  and  $3 .9k  per  cwt.  for  butter,  and  9U  cents  per 
cwt.  for  cheese  in  19U9-50.  The  rate  of  contribution  was  the  dif- 
ference between  the  f.o.b.  equivalent  of  the  guaranteed  returns  to 
the  farmers  and  the  export  price. 

The  Board  drew  on  the  Fund  in  1951-52  in  the  amount  of  $3.7  mil- 
lion to  make  good  the  differences  between  the  export  price  and  the 
guaranteed  price  for  butter  and  cheese  during  that  period.  For  the 
production  period  1952-53 >  $1.3  million  were  withdrawn,  to  make  re- 
turns for  cheese  more  comparable  with  those  on  butter  6/,  For  the 
year  1953-51».>  withdrawals  amounted  to  $56,000 — also  for  cheese.  In 
195U-55,  $1.2  million  were  withdrawn  to  meet  an  overpayment  on  re- 
turns for  butter.  No  withdrawals  were  made  on  1955-56  production. 

The  balance  of  the  Dairy  Industry  Stabilization  Fund — approximately 


6/  Department  of  Primary  Industry* 
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$3.1  million  as  of  July  1,  1956— is  not  to  be  drawn  upon  by  the 
Commonwealth  to  meet  export  losses  covered  by  the  guarantee.  It 
is  to  be  used  by  the  industry,  in  any  manner  considered  desirable, 
to  make  good  any  losses  on  exports  of  butter  and  cheese  not  covered 
by  the  guarantee. 


TABLE  U.— Dairy  Industry  Stabilization  Fund: 

19^9-56 


Balance,  June  30, 


Year 


191*9- 
1950- 
1951- 
1952- 
1953- 
195U- 
1955- 
1956- 


Amount 


Million  U.  S.  dollars 


"3.9 
7.7 
8.6 
6.6 
k.2 
U.3 
U.1 
3.1 


Determining  the  Guaranteed  Price 

The  "Stabilization  Scheme"  now  operating  is  a  5-year  plan  for  the 
Dairy  Industry  Act  of  1952.  In  outline,  the  plan  provides  for— 

(1)  A  price  guarantee  for  butter  and  cheese,  to  cover  5  years 
from  July  1,  1952. 

(2)  The  Commonwealth  to  determine  the  ex-factory  price  of  butter 
and  cheese. 

(3)  The  guaranteed  return  to  be  determined  after  inquiry  on  costs 
of  production  conducted  by  an  independent  authority  and  to 
operate  as  from  July  1  each  year  during  the  period  of  the 
guarantee. 

(k)   The  guarantee  to  cover  all  butter  and  cheese  consumed  locally 
and,  in  addition,  a  further  20  percent. 

Under  this  act,  the  guaranteed  price  for  butter  and  cheese  (com- 
mercial butter  equivalent)  has  been  determined  by  the  government  on 
recommendation  of  an  independent  tribunal  comprising  an  independent 
chairman  and  two  other  independent  members  with  specialized  knowl- 
edge.  The  recommendations  of  this  committee,  known  as  the  Dairy 
Investigation  Committee,  are  based  on  the  costs  of  efficient  produc- 
tion with  information  provided  by  the  Bureau  of  Agricultural  Econ- 
omics and  by  dairy  organizations,  and  on  other  factors  which  affect 
the  stability  of  the  industry,  including  sales  and  market  prospects 
of  dairy  products  in  Australia  and  overseas. 

For  1955-56,  the  Committee  was  asked  to  nominate  a  definite  "cost 
of  efficient  production."  The  Bureau  of  Agricultural  Economics 
submitted  to  the  committee  new  costs  data  and  analyses  of  it.  To 
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illustrate  the  complexity  of  the  process  employed  and  the  possibil- 
ities of  arriving  at  different  figures,  note  the  following:  7/ 

Recalculations  by  the  Bureau  of  the  figure  for  June  195U 
(li9.22d)  gave  a  figure  of  l|8.62d.  Applying  index  numbers 
to  bring  this  to  June  195>5>  gave  U8.9&U  By  calculating  on 
the  basis  of  production  for  five  years  (l9S>0-£5)  instead  of 
three  years  (195>1-£1*)  the  costs  came  to  klf>k6   pence  per 
pound.  If  the  slightly  higher  State  labor  awards  were  used 
the  figure  became  U7«5»£d  ner  pound.  These  calculations  by 
the  Bureau  were  based  on  1*91  out  of  10l;2  farms  surveyed  which 
met  certain  criteria  for  efficiency  •*  *  -*. 

The  Committee  undertook  further  calculations  of  its  own. 
Arranging  the  survey  figures  in  class  intervals  of  3d  of  1*32 
farms  producing  at  a  cost  not  above  the  Bureau's  figure  of 
ll7.£!?d  a  group  of  9li  farms  was  the  most  numerous.  Further 
splitting  this  group  into  classes  at  l/2d  intervals  a  middle 
group  was  selected.  Costs  for  this  group  were  l;9.97d  ( U6.J4 
cents)  per  pound.  The  Committee  taking  account  of  the  assump- 
tions made,  rounded  off  the  figure  to  5>0.0d  (U6.5  cents)  per 
pound  for  June  19^5.  But  taking  account  of  the  market  condi- 
tions no  change  in  returns  was  recommended.  Of  the  1,01*2 
farms,  302  had  costs  of  50.2£d  (1*6.7  cents)  or  lower  and  7l|0 
had  higher  costs. 

Costs  at  "survey  level"  which  excludes  allowances  for  man- 
agement and  cream  cartage  ranged  from  9d  (8,k  cents)  to  l6£d 
($1.^3)  per  pound.  (The  Committee's  figures  corresponded  to 
36.75d  (3li»2  cents)  at  "survey  level.")  Use  of  State  award 
figures  would  have  lifted  the  cost  by  1.33d  (1.23  cents)  per 
pound. 

Regarding  criteria  for  efficiency,  farms  were  excluded 
from  the  basic  sample  if— 

(a)  less  than  5>0  percent  of  proceeds  from  milk  came  from 
sale  of  butterfat; 

(b)  less  than  75  percent  of  income  came  from  milk  or  pigs; 

(c)  the  farm  was  for  stud  purposes,  was  a  city  milk  sup- 
plier, or  was  operated  by  a  paid  manager. 

Farms  found  to  be  producing  less  than  5>Q00  pounds  per 
annum  of  butter  were  excluded  (this  reduced  the  number  to 
^91)  *  *  *. 

It  is  extremely  difficult,  if  not  impossible  to  determine 
a  cost  of  production  in  an  industry  such  as  dairying.  The 
difficulty  in  the  Committee's  task  is  of  course  the  highly 
abstract  value  of  the  concept  "cost  of  efficient  production." 
In  the  first  place,  the  term  lacks  precise  meaning  unless 
it  is  qualified  by  a  detailed  description  of  the  principles, 
assumptions,  and  methods  by  which  it  is  to  be  determined. 
Some  items  must  be  imputed  or  assumed  and  cannot  be  measured 

jj    A.  A.  Fitzgerald,  Chairman  of  the  Dairy  Industry  Investiga- 
tion Committee,  address  before  the  Institute  of  Dairy  Factory 
Managers  and  Secretaries  and  the  Australian  Society  of  Technology, 
Victorian  Division,  June  195>6. 
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with  any  pretense  at  accuracy.  In  so  varied  an  industry, 
no  one  figure  can  be  taken  as  the  cost  of  production.  It 
can  only  be  conceived  as  a  "typical  cost"  but  selection 
of  this  is  again  dependent  on  personal  judgement,,  The  term 
"efficient  production"  is  also  dependent  on  personal  judge- 
ment. It  is  this  judgement  that  the  Committee  is  called 
upon  to  exercise  from  year  to  year. 


TABLE  5. — Butter:  Guaranteed  prices  (commercial  basis),  year  ending 

June  30,  1953-57 


Year 


1953- 
19$h- 
1955- 
1956. 
1957- 


Price 


U.  S.  cents  per  pound 

T5733 
1*5.92 
U5.72 
U5o72 
ii7.95 


Department  of  Primary  Industry. 


Present  Equalization  Scheme 

As  previously  indicated,  the  equalization  principle  agreed  upon 
by  the  industry  was  effective  on  a  voluntary  basis  during  the  per- 
iod 1936  to  1952.  In  the  latter  year,  legislation  enacted  by  the 
Commonwealth  gave  statutory  recognition  to  the  present  scheme. 

Currently,  the  Equalization  Committee  determines  at  the  begin- 
ning of  each  year  an  interim  equalization  value  based  on  choicest 
quality  butter,  and  the  factories  adjust  their  payments  on  the 
basis  of  that  value.  If  an  export  or  local  sale  realizes  more  than 
the  equalization  value,  the  difference  is  paid  to  the  committee. 
If  sales  on  the  export  or  local  market  are  less  than  the  equaliza- 
tion value,  they  obtain  the  difference  from  the  Equalization  Com- 
mittee. 

The  Commonwealth  Government  is  committed  to  the  dairy  industry 
to  pay  a  guaranteed  price  for  dairy  nroduce.  It  therefore  pays  a 
bounty  to  the  Equalization  Committee  to  bridge  the  difference  be- 
tween the  equalization  value  as  determined  by  the  Committee  and  the 
guaranteed  price  as  determined  by  the  Government.  As  has  been 
pointed  out,  the  guaranteed  price  is  based  on  the  recommendations 
of  the  Commonwealth  Investigation  Committee,  which  examines  produc- 
tion costs,  marketing  conditions,  and  other  relevant  factors. 

The  Equalization  Committee  has  separate  contracts  with  all  Austra- 
lian butter  and  cheese  factories  and  makes  provision  for  its  own 
administrative  expenses  when  determining  the  interim  equalization 
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value.  At  the  end  of  each  year,  the  committee  makes  a  final  adjust- 
ment with  the  factories. 

The  bounty  on  production  paid  by  the  Commonwealth  Government  ac- 
tually covers  the  quantity  consumed  in  Australia  plus  20  percent. 
The  aggregate  amount  of  the  bounty,  however,  is  spread  over  the 
whole  output  of  dairy  produce  for  the  purposes  of  the  Equalization 
Committee.  The  method  of  assessing  the  rate  of  production  bounty 
is  as  follows: 

(1)  The  consumer's  subsidy  is  arrived  at  by  taking  the  difference 
between  the  factories*  net  return  from  local  sales  and  the  ex- 
factory  equivalent  of  the  Commonwealth  guaranteed  price  to 
the  farmer.  The  figure  is  multiplied  by  the  estimate  of 
consumption  for  the  year. 

(2)  The  export  subsidy  is  arrived  at  by  taking  the  difference 
between  the  estimated  average  return  from  export  sales  and 
the  ex-factory  equivalent  of  the  Commonwealth  guaranteed 
price  to  the  farmer.  This  figure  is  multiplied  by  a  quan- 
tity equal  to  20  percent  of  local  consumption  (if  produced). 

(3)  The  resultant  sums  from  the  above  two  calculations  are  add- 
ed together  and  divided  by  the  estimate  of  total  production 
for  the  year.  For  19!?5-5>6,  the  total  bounty  was  $7.26  on 
butter  and  $3»50  per  cwt.  on  cheese  8/.  The  equalization 
rate  per  cwt.  on  butter  and  cheese,  together  with  the  sub- 
sidy rate  and  rate  of  overall  return  to  Australian  manufac- 
turers over  a  period  of  years,  appears  in  table  11,  page  23. 


Government  Assistance 

Government  Payments 

The  Australian  Government  has  paid  subsidies  to  the  dairy  indus-* 
try  since  191+2,  and  since  195>0,  these  have  been  on  a  substantial 
scale,  exceeding  $28.9  million  per  year.  Although  the  subsidy  is 
variously  regarded  as  a  consumer  subsidy  on  one  hand  and  a  produc- 
tion bounty  on  the  other,  it  appears  to  be  a  combination  of  both. 
The  local  price  is  held  down  in  the  interest  of  assisting  consumers. 
It  is  contended,  however,  that  the  main  reason  for  not  allowing  it 
to  rise  is  that  any  substantial  increase  in  the  retail  price  would 
result  in  a  swing  to  margarine,  which  would  force  more  butter  on 
to  the  unprofitable  export  market  and,  thus,  diminish  overall  re- 
turns. 

In  19kl,   the  government  introduced  a  price  stabilization  scheme 
under  which  the  Government  guaranteed  to  dairy  farmers  for  5  years 
a  return  on  milk  produced  for  butter,  cheese,  and  processed  milk 
products  equal  to  the  cost  of  production.  At  the  time  of  the  intro- 
duction of  this  guarantee,  the  government  was  subsidizing  the  price 
of  butter  and  cheese  to  consumers  at  a  cost  of  about  $11.1  million 
per  year.  It  was  arranged  that  there  be  an  annual  review  of  the 
cost  of  production,  and  the  guaranteed  price  adjusted  accordingly. 

Twelve  months  after  negotiations  under  this  plan,  price  control 

8/  Equalization  Committee  Circular  No.  1108,  July  19£6. 
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passed  from  the  Commonwealth  to  the  States,  and  a  situation  deve- 
loped in  which  the  Commonwealth  was  responsible  for  a  guaranteed 
price  in  the  face  of  steadily  increasing  costs,  while  the  States 
were  responsible  for  the  control  of  local  market  prices  which  they 
would  not  increase.  As  a  result,  the  Treasury  commitment  steadily 
increased.  In  1950-51,  the  subsidy  amounted  to  $33.1+  million.  In 
1951-52,  it  was  $39.7  million. 

For  the  marketing  year  1955-56,  the  subsidy  was  $32.3  million, 
and  for  the  current  year,  it  is  expected  to  approximate  $30.1  mil- 
lion. 


TABLE  6. — Subsidies:  Australian  Commonwealth  subsidy  payments  to 
farmers,  year  ending  June  30,  191+8-57 


Year 

:        Payments            : 

*  • 

*  • 

:           Year             :       Payments 

*  • 

191+8 

1  Q)iQ_- .____ 

:  Million  U.  S.      : 
:          dollars            : 
:                        28.9    : 
:                        13.1   : 
:                      17.8  : 
:                      33.5   : 
:                       1+0.1  : 

.    iq<^ 

-  Million  U.  S. 
:         dollars 

5o.U 
1+1.9 

:  35.0 
32.3 

:                      30.1+ 

.    lot^l. 

IQ^O „_        , 

.    -\q£Z 

IQ^I  _- ,- _< 

•    10<7_— -< 

The  Commonwealth  subsidy  rate  per  hundredweight  for  butter  and 
cheese  and  related  information  from  191+3  through  June  30,  1956,  is 
shown  in  table  11. 


Dairy  Extension  Grant 

The  Commonwealth  also  extends  a  grant  of  $557,500  per  year  to  pro- 
mote increased  production  and  improved  farm  practices  in  the  dairy 
industry.  The  first  grant  of  this  kind  was  made  as  of  July  1,  191+8, 
for  a  period  of  5  years  and  was  also  in  the  amount  of  $557,500  for 
the  5-year  period.  Wien  the  grant  expired  on  July  1,  1953,  the 
assistance  was  continued  by  the  government  on  the  same  basis.  The 
grant  is  allotted  to  the  States  on  the  basis  of  dairy  cow  popula- 
tion, with  allowances  for  the  smaller  States.  £/ 

During  the  summer  of  1956,  the  Commonwealth  Government  reviewed 
the  results  of  the  campaign  to  data  and  decided  to  step  it  up  dur- 
ing the  September  1956- July  1957  ineriod.  Provision  has  been  made 
for  a  campaign  costing  $762,000  in  the  9  months,  October  1956 
through  June  1957.  Of  this  sum,  $1*92,830  will  be  contributed  by 
the  Commonwealth.  There  are  indications  too  that  the  campaign  will 
induce  Australian  firms  and  their  United  Kingdom  agents  to  spend 


9/  C.  W.  Strutt,  Assistant  Secretary,  Agricultural  Production, 
Department  of  Primary  Industry,  Canberra,  letter,  Sept.  1956. 

-16- 


an  additional  $223,000  on  the  promotion  of  their  own  branded  prod- 
ucts* 

Total  expenditures  on  the  program  during  1956-£7  will  amount  to 
$1.13>  million.  The  contribution  of  the  Commonwealth  to  be  used 
for  dairy  products  has  not  been  set  forth  separately,  but  it  is 
reliably  stated  to  approximate  several  thousand  Australian  pounds 
per  year. 

Grading  and  Inspection 

Provision  for  inspection  of  dairy  products  in  Australia  goes  back 
approximately  5>0  years.  Grading  and  inspection  relating  to  quality, 
composition,  and  packaging  products  for  export  is  provided  by  the 
Commonwealth  Government  without  charge  to  the  industry. 

Butter  submitted  for  export  is  classified  into  four  grades; 
Choicest,  First,  Second,  and  Pastry  quality.  Cheese  is  classified 
as  either  Choicest,  First,  Second,  or  Third  quality.  All  other  milk 
products  must  also  comply  with  requirements  relating  to  quality, 
composition,  and  trade  description.  In  addition,  all  dairy  products 
for  export  must  include  particulars  of  the  product  with  respect  to 
name  or  registered  number  of  the  export  establishment  in  which  the 
goods  were  prepared  or  manufactured,  the  net  weight,  the  word  "Aus- 
tralia," and,  where  specified  in  the  regulations,  the  fat  content. 
From  the  necessary  markings,  it  is  possible  not  only  to  segregate 
the  products  according  to  quality  but  also  to  trace  back  to  the 
factories  and  producers  involved  defects  noted  by  the  inspectors,  at 
the  time  of  examination  or  later  from  overseas  ports.  This  becomes 
very  important  from  the  standpoint  of  correcting  weaknesses,  if  any, 
during  the  process  of  production  and  manufacture. 

All  inspections  of  dairy  products  submitted  for  export  are  car- 
ried out  by  qualified  officers  of  the  Department  of  Commerce  and 
Agriculture.  The  head  office  of  the  Department  is  at  Canberra,  but 
the  headquarters  of  the  inspection  staff  is  in  Melbourne  under  the 
supervision  of  the  Commonwealth  Dairy  Expert.  A  supervising  offi- 
cer on  standards  also  operates  from  the  Dairy  Branch  of  the  Depart- 
ment in  Melbourne.  A  senior  dairy  product  inspector  in  each  State 
is  responsible  for  the  enforcement  of  the  regulations  and  general 
supervision  of  the  inspection  service. 

Batter  consignments  for  export  must  be  lodged  at  appointed  places 
accompanied  by  notices  of  intention  to  export.  These  places  are 
registered  with  the  Department  of  Commerce  and  Agriculture  and  must 
be  maintained  in  a  hygienic  and  satisfactory  condition  with  facili- 
ties for  storage  of  goods  at  prescribed  temperatures.  The  Depart- 
ment has  complete  control  over  the  goods  for  export  from  the  time 
they  are  submitted  until  they  are  shipped.  The  "cold  stores"  are 
located  at  the  main  ports  in  each  State  and  are  equipped  with  the 
necessary  apparatus  and  facilities  for  grading  and  inspecting  the 
products  submitted.  Some  of  the  places  are  government  stores, 
others  are  privately  owned,  and  some  are  producer  controlled.  10/ 

10/Marketing  of  Australian  Butter  and  Cheese,  Department  of  Com- 
merce and  Agriculture,  Marketing  Division,  Canberra,  November  19£U« 
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In  butter  inspections,  one  56-pound  box  f rem  each  churning  is  sub- 
jected to  physical  examination  by  an  inspector  and  classified  in 
accordance  with  the  grade  standard  set  forth  in  dairy  produce  export 
regulations.  Butter  is  scored  on  the  basis  of  flavor,  texture,  and 
condition,  and  is  checked  to  insure  that  it  complies  with  the  packag- 
ing standards.  It  is  also  analyzed  for  compliance  with  composition 
standards,  and  5  percent  of  the  samples  are  check-weighed.  After 
classification  by  the  inspector,  the  boxes  are  stamped  with  the  prop- 
er export  stamp  and  certificate  number  indicative  of  the  inspector's 
award. 

Cheese  is  treated  similarly  except  that  a  sample  of  each  vat  is 
selected  for  examination.  Analysis  of  other  dairy  products  export- 
ed is  also  conducted. 

For  grading  and  inspection  of  all  agricultural  products  in  Aus- 
tralia, the  cost  to  the  government  is  roughly  $2.25  million  annual- 
ly. For  this  service,  as  it  relates  to  dairy  products,  the  estimat- 
ed cost  is  $167, 250  per  year.  11/ 

Publicity  in  the  United  Kingdom 

In  July  1955,  the  Commonwealth  Government,  with  the  support  of 
seven  commodity  boards  (dairy  produce,  meat,  canned  fruits,  dried 
fruits,  eggs,  wine,  and  apples  and  pears),  launched  a  full-scale, 
long-term  publicity  campaign  in  the  United  Kingdom.  Control  of  the 
campaign  was  in  the  hands  of  trade  publicity  committees  in  Australia 
and  London.  Its  costs  were  shared  by  the  Commonwealth  and  the  mar- 
keting boards  involved.  Of  the  estimated  cost  of  $8l5,UlO  for  the 
15  months,  July  1955  to  September  1956,  the  Commonwealth  contribut- 
ed $370,180. 

Import  Duties 

As  previously  indicated,  in  order  to  protect  the  dairy  industry,' 
a  number  of  years  ago  the  Australian  Government  imposed  rather  sub- 
stantial import  duties  on  dairy  products,  and  this  assistance  to 
the  industry  has  been  continued,  present  import  rates  being  shown 
in  cents  per  pound  in  table  7. 

Other  Considerations 

In  a  number  of  trade  agreements,  particularly  with  British  Common- 
wealth countries,  the  Australian  Government  has  been  able  to  nego- 
tiate directly  with  the  United  Kingdom  for  preferential  treatment 
regarding  dairy  products.  In  addition,  the  Department  of  Primary 
Industry  assists  the  industry  through  research  and  official  repre- 
sentation abroad. 


Oleomargarine  and  the  Commonwealth 

Australia  has  been  faced  with  the  threat  of  butter  substitutes 
in  her  export  markets.  It  is  the  existence  of  these  that  sets 

13/  J.  D.  Macfarlane,  Assistant  Secretary,  Administration,  Dept. 
of  Primary  Industry,  Canberra,  Sept.  2li,  1956. 

-18- 


limits  to  the  prices  that  may  be  charged  for  butter.  Under  State 
legislation,  the  manufacture  of  margarine  in  Australia  is  restrict- 
ed by  quota o  For  this  reason,  that  product  has  not  presented  much 
of  a  problem,  until  recently  at  least,  to  the  domestic  dairy  indus- 
try. In  195>5>j  the  production  of  margarine  in  the  Commonwealth  was 
less  than  2£  million  pounds,  against  total  butter  production  of 
around  ii20  million  pounds.  However,  the  threat  of  oleomargarine  in 
Australia  appears  to  be  increasing. 

Strong  differences  of  opinion  prevail  domestically  on  the  question 
of  margarine  control.  Tnose  who  favor  its  use  more  widely  contend 
that  it  is  an  accepted  item  of  diet  in  many  countries,  that  it  com- 
pares favorably  with  butter  from  the  standpoint  of  nutrition,  and 
tha^  being  lower  in  price,  it  should  be  more  readily  available.  Lo- 
cal health  authorities  favor  wide  distribution  of  margarine  because 
of  its  nutritional  value  and  recommend  its  use  in  the  diet  of  pen- 
sioners and  others  in  low-income  brackets.  The  planters  in  Papua, 
New  Guinea,  are  also  anxious  to  see  the  expansion  of  margarine  pro- 
duction in  Australia,  because  of  its  effect  on  the  demand  for  New 
Guinea  copra. 

Those  who  favor  continued  restriction  in  its  production  point  out 
that  it  is  clearly  against  the  national  interest  to  jeopardize  a 
large  export  industry,  which  not  only  maintains  commercial  dairy 
farmers  and  gives  employment  in  manufacture,  transport,  and  distri- 
bution, but  also  has  a  capital  investment  of  over  $1.3  billion,  in 
order  to  "protect  a  few  factories  in  the  city." 

Consumption  of  table  margarine  in  Australia  is  currently  about 
1.8  pounds  per  capita  compared  with  approximately  8.U  oounds  in  the 
United  States.  During  the  past  few  years,  there  has  been  a  consid- 
erable improvement  in  quality,  but  the  standard  is  still  below  that 
of  margarine  produced  in  a  number  of  other  countries.  12/  Consump- 
tion has  remained  relatively  low  in  the  Commonwealth,  not  only  be- 
cause of  quota  restrictions  and  quality  but  also  because  of  the 
small  margin  between  butter  and  margarine  prices. 

During  the  years  19 k9   through  195>2,  the  margarine  price  ranged 
from  70  percent  to  96  percent  of  the  price  of  butter,  with  the  dif- 
ference in  price  at  times  being  as  low  as  .93  cents  per  pound.  Al- 
though the  price  differential  has  increased  somewhat  during  recent 
years  as  a  result  of  gradual  reduction  in  the  subsidy  on  butter,  it 
is  not  as  large  as  the  differential  in  the  United  States  or  many 
other  countries.  The  retail  price  for  a  pound  of  margarine  in 
Canberra  in  October  1956  was  the  equivalent  of  about  30  cents,  com- 
pared with  about  5>0  cents  per  pound  for  butter.  Accordingly,  the 
price  of  margarine  was  about  60  percent  of  the  price  of  butter  at 
that  time.  The  wholesale  price  of  table  margarine  was  about  25> 
cents  per  pound. 

There  is  an  uneasy  awareness  on  the  part  of  the  leaders  of  the 
dairy  industry  in  Australia  that  the  use  of  margarine  will  continue 
to  make  inroads  in  the  consumption  of  butter  in  the  United  Kingdom 
and  other  export  markets. 

12/  C.  de  Goede,  Local -Agriculturalist,  U.  S.  Embassy,  Canberra, 
Conference  Sept.  195>6. 
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TABLE  7. — Selected  daily  -products:  Import  duties  in  Australia, 

October  1956  1/ 


Commodity 


Butter 

Cheese 

Milk: 

Condensed  and  evapo- 
rated  

Dried 

Malted 


Great 
Britain 


U.  S.  cents 

^7 

5.7 


loll 

2.3 
k.2 


Most 
favored 
nation 


U.  S.  cents 

oT^ 

5.7 


2.3 
3.7 
7.1* 


Other 


U.  S.  cents 

KZ 

6.5 


2.3 
3.7 
7.U 


1/  In  addition  to  import  duties,  there  is  also  a  primage  duty, 
5  percent  to  British  countries  and  10  percent  to  others. 

Office  of  Agricultural  Attache,  Canberra,  1956. 


TABLE  8.— Table  margarine:  Australian  manufacturing  quotas,  by 
States,  selected  years,  19^0,  195l,  1956 


State 


New  South  Wales — 

Victoria 

Queensland 

South  Australia — 
Western  Australia 
Tasmania 

Total — 


19U0 


Long  tons 
I72H8 
1,196 

06 

312 
362 
208 


3,973 


1951 


Long  tons 

2~^00 

1,196 

14,236 

U68 

800 

208 


9,1*08 


1956 


Long  tons 
9,000 
1,196 
U,236 

U68 
800 
208 


15,908 


The  larger  current  quota  for  New  South  Wales  is  in  excess  of  lo- 
cal consumption  and,  consequently,  enables  that  State  to  export  con- 
siderable quantities  of  table  margarine  to  other  States  and  to  the 
Pacific  Islands.  The  Queensland  quota  has  not  been  raised  because 
the  present  quota  is  still  well  above  the  local  demand. 
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TABLE  10. — Butter  and  cheese:     Exports  from  Australia  to  the  United  Kingdom  and 
to  other  countries,  year  ending  June  30,  19 1* 6-1? 6 


Year 


191*6- 
191*7- 
191*8- 
19U9- 
1950- 
1951- 
1952- 
1953- 
195U- 
1955- 
1956- 


Butter 


United 

Kingdom 


Tons 
5B7738 
50,950 
77,616 
71,250 
68,561* 
1*2,359 

1*,097 
33,665 
28,259 
55,518 
72,1*20 


Other 
coun- 
tries 1/ 


Tons 

6,812 
6,193 
8,1*81 
9,812 

10,537 
7,1*39 

16,672 

10,192 
8,088 

10,219 


All 
coun- 
tries 


Tons 
637^6*3 
57,762 
83,809 
79,731 
78,376 
52,896 
11,536 
50,337 
38,1*51 
63,606 
82,639 


Cheese 


United 
Kingdom 


Tons 
&Vd21 
18,352 
18,036 
21,506 
18,029 
13,821* 
H*,  321 
17,31*1* 
17,61*6 
17,929 
13,630 


Other 
coun- 
tries 1/ 


Tons 

1*7*99 

5,905 

3,507 

3,661 

5,355 

5,767 

1*,518 

5,731* 

1*,770 

1*,136 

3,551 


All 
coun- 
tries 

Tons 

13,120 

2l*,257 

21,51*3 

25,167 

23,381* 

19,591 

18,839 

23,078 

22,1*16 

22,065 

17,181 


1/  Includes  shipments  to  British  and  Australian  Service,   Australian  Mandated 
Territories,    and  Pacific  Islands  neighboring  the  Commonwealth. 

Report  of  Australian  Dairy  Produce  Board;  1956  data,  U.S.   Embassy,   Canberra. 


TABLE  11.— .Butter  and  cheese:     Equalization  rate,   subsidy  rate,  and  rate  of  over- 
all returns  to  Australian  manufacturers,  year  ending  June  30,  191*3-56 


Year 


191*3 

191*1* 

191*5 

191*6 

191*7 

191*8 

191*9— 

1950 

1951 

1952 

1953 

1951* 

l9# 

1956 


:  Rate  of 

overall 

Equalization  rate 

:   Subsidy  rate 

:    returns  to 

:   manufacturers 

Butter 

Cheese 

Butter 

■  Cheese 

Butter 

•  Cheese 

U.  S. 

U.  S. 

U.  S. 

•  U.  S. 

U.  S. 

U.  S. 

dollars 

dollars 

dollars 

:  dollars 

dollars 

dollars 

per  cwt. 

per  cwt. 

per  cwt. 

per  cwt. 

per  cwt. 

per  cwt 

21i.62 

1U.9U  ■ 

1.91* 

1.02 

26.?7 

15.99 

2l|.71  ! 

15.33  : 

6.06 

2.87 

30.75 

18.17 

2l*.92 

15.23  - 

6.51* 

3.12 

31.1*9 

18.35 

27.1)9  • 

16.23  • 

5.35 

2.89  : 

32.81*  ■ 

19.10 

29.1*2 

17.53 

l*o9l* 

2.21 

3l*.35 

19.71* 

33.71* 

19.22  • 

5.67 

3.16  i 

39.1*0  ! 

22.39 

38.12  ! 

22.15  ! 

1*.65 

1.81  : 

1*2.77  s 

23.98 

27.76  - 

15.77  ! 

l*.9l  ■ 

2.68  j 

32.67  : 

18.1*3 

26.96  ■ 

16.06  : 

9.18  s 

l*.2l*  : 

36.13  : 

20.35 

3U.92  ! 

23.72  : 

13.77  ! 

3.56  , 

1*8.69  : 

27.27 

1*1*.  58  1 

26.10  ! 

9.52  • 

3.58  i 

51*. 10  : 

29.61 

1*1*. 86  - 

26.10  : 

10.08  ! 

3.58  s 

5U.91  : 

29.61 

1*3.82  - 

23.61*  : 

8.77  ■ 

2.72  : 

52.63  : 

26.1*8 

1*3.93  : 

27.70  s 

7.25  • 

3.51  i 

51.18  : 

31.20 

Commonwealth  Dairy  Produce  Equalization  Committee, Ltd.,  and  supplementary  data. 


-22- 


